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1 . DEPT FULLY CONCURS WITH EMBASSY -THAI RESPONSE REPORTED 
REFTEL TO DISCOURAGE ANY RTG EXPECTATION THAT USG MIGHT 
BE ABLE TO INCREASE FUTURE FMS CREDITS TO ASSIST RTG IN 
MEETING ITS 1977-82 ONE BILLION DOLS ARMS PROCUREMENT 
TARGET. THE DIRECTION OF THE U.S. ARMS TRANSFER POLICY 
RULES OUT ANY SIGNIFICANT INCREASE IN FMS FINANCING LEVELS. 

IN OUR VIEW, CURRENT AND PROPOSED FMS CREDIT LEVELS 
RECOGNIZE IN A RESPONSIBLE MANNER RTG SECURITY CONCERNS 
WITHIN THE CONSTRAINTS OF OUR POLICY AND CAPABILITIES. 

THE TIMING OF THE U.S. BUDGET CYCLE IS NOT NEARLY AS 
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IMPORTANT IN THIS CONNECTION AS THE DIRECTION OF U.S. 

ARMS TRANSFER POLICIES. 

2. WE ARE ENCOURAGED BY INDICATIONS THAT THE NEW RTG 
INTENDS TO FOCUS A MAJOR ECONOMIC EFFORT ON RURAL DEVELOP- 
MENT. WE ASSUME THIS WILL REQUIRE A SIGNIFICANT ALLOCATION 
OF FINANCIAL RESOURCES. DESPITE THE COMPLACENCY EXPRESSED 
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BY THE RTG LOGISTICS REPRESENTATIVES THAT THE ARMS PURCHASE 

PROGRAM WOULD NOT HINDER RTG ECONOMIC OBJECTIVES, 

DEPT RECALLS THAT RTG EARLIER THIS YEAR (IN SEEKING TO 
BE ELIGIBLE FOR IDA LOANS) TERMED ITS INTERNATIONAL 
RESERVE LEVEL "FRAGILE AND TEMPORARY." 

3. IN ADDITION, AS EMBASSY IS AWARE, WE ARE PLANNING 

TO INCREASE THE LEVEL OF OUR ECONOMIC ASSISTANCE TO RTG 
OVER THE NEXT FEW YEARS, ESPECIALLY FOR RURAL DEVELOPMENT 
PROGRAMS AS WELL AS HEALTH DISTRIBUTION SYSTEMS. THE 
SUCCESS OF THESE PROGRAMS DEPENDS UPON SIZEABLE RTG INPUT 
UNDER ITS FOURTH FIVE-YEAR PLAN. THE RTG HAS COMMITTED 
ITSELF TO COVER 86 PERCENT OF TOTAL COST OF ITS FIVE-YEAR 
PLAN. WE WOULD HOPE THAT THESE PROGRAMS WOULD NOT BE 
JEOPARDIZED BY PERCEPTIONS WITHIN EITHER THE U.S. 

CONGRESS OR THE RTG OF EXCESSIVELY LARGE ARMS EXPENDI- 
TURES. 

4. DESPITE FMS CREDIT CONSTRAINTS, THE U.S. WILL CONTINUE 
A KEY ROLE IN CONTRIBUTING TO PEACE AND STABILITY OF 
THAILAND AND THE REGION. THE RTG MUST REALIZE, HOWEVER, 
THAT THE FORM OF OUR SECURITY COMMITMENT HAS EVOLVED, 

AND THAT RTG MUST PLACE INCREASED RELIANCE ON ITS OWN 
FINANCIAL RESOURCES. THAT APPROACH COULD REQUIRE SOME 
HARD CHOICES BETWEEN MILITARY AND ECONOMIC DEVELOPMENT 
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NEEDS. IN ADDITION TO CURRENT AND PROPOSED LEVELS OF 
FMS CREDITS, WE WILL BE RECEPTIVE TO RTG REQUESTS FOR FMS 
CASH PURCHASES - WITHIN THE CEILING IMPOSED BY THE ARMS 
TRANSFER POLICY - AND COMMERCIAL SALES. IN ANY CASE, 

THE RTG WOULD BE WELL ADVISED TO PLAN AND PROGRAM ITS 
MILITARY REQUIREMENTS SYSTEMATICALLY FOR THE LONG HAUL, 
TAKING INTO ACCOUNT NOT ONLY THE FINANCING OF BASIC 
PROCUREMENT BUT TRAINING AND SUPPLY/MAINTENANCE FACTORS 
AS WELL. FOR THIS REASON, WE WOULD BE AGREEABLE AT SOME 
POINT TO REVIEW THE FIVE-YEAR PLAN OF RTG MILITARY 
REQUIREMENTS WHICH THE RTG DESIRES TO OBTAIN FROM THE 
U.S. WE COULD THERBY ASSESS THE RELATIVE PRIORITIES 
AND DETERMINE THE LEVEL AND TIMING OF PROGRAM PAYMENTS 
NECESSARY TO FINANCE ANY APPROVED REQUIREMENTS. 

4. WE THUS SUPPORT EMBASSY IN TAKING WHATEVER FURTHER 
STEPS IT CONSIDERS APPROPRIATE TO ENSURE THAT THE RTG 
UNDERSTANDS THE REALITIES OF OUR ARMS TRANSFER POLICY. 

FULL RTG UNDERSTANDING OF OUR POSITION NOW WILL HOPEFULLY 
AVOID FUTURE FRICTIONS. VANCE 
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